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Small and Medium Enterprises (SMEs) play an important role as the backbone of economic in Malaysia. Review of 
literature had shown that branding is also important to enhance the performance of SMEs. Despite studies on SMEs and 
branding is on the rise, most of these studies are investigating on the internal branding from the perspective of owners-
managers. Few attempts have been made from the perspective of consumers. In addition, emotional benefits are important 
to create lasting bonding with customers especially in the competitive market such as the food and beverages sector. 
Hence, this study proposes a social exchange framework to examine the impact of emotional benefits on brand loyalty, 
mediated by brand trust. 
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1. INTRODUCTION   
Due to globalization and liberalization, a much challenging market took place which eventually changes the 
economy landscape whilst increasing the barrier for Malaysia to achieve high income nation. Small and Medium 
sized Enterprises (SMEs), given their huge numbers of establishment across the country, play a crucial role in 
contributing to the progression of Malaysia into achieving high income countries. Accounting for 99% of all 
business in Malaysia, these SMEs had contributed 32% to the nation gross domestic product (GDP) and more 
than 50% to the total workforce in 2011 (SME CORP, 2012). Despite that, the contribution of Malaysian SMEs is 
still lagging behind SMEs in high income countries. According to SME Masterplan (2013), SMEs in Malaysia with 
contribution of only 32% to GDP is still far from reaching the average percentage of 39% in high income countries. 
This triggers a need to improve the performance of SMEs through higher market share in order for Malaysia to 
shift into high income nation.  
SMEs basically are being seen as firms with lack of resources which make them at competitive disadvantage 
compared to their larger counterparts. Apart from being physically small, firm growth of SMEs are usually 
hindered by manpower and financial poverty (Muhammad, Char, Yasao, and Hassan, 2010). As a result, SMEs lack 
the aptitude to compete with tangible assets such as advanced technologies (Silver & Berggren, 2010) and market 
intelligence (Reijnonen, Laukkanen, Komppula, and Tuominen, 2012). Therefore, scholars (i.e. Ng & Kee, 2012) 
had suggested that SMEs should focus on intangible asset such as branding to enhance their performance in the 
long run. In support of this, studies had empirically shown branding is capable to improve performance of SMEs 
(Merrilees, Rundle-Thiele, and Lye, 2011). 
According to SME CORP (2012), there are about 90% SMEs concentrating in the service sectors with food and 





international brands in achieving brand loyalty from customers despite successfully exercising branding into their 
business. Astonishingly, most SME brands faces challenges to sustain in the competitive foodservices business 
landscape. In support of this, trustworthy evidence from industry report revealed the low market shares acquired 
by SME brands in the competitive Malaysia foodservice landscape as shown in Table 1.1 below. 
 
Table 1.1: Chained Consumer Foodservice Brand Shares (%) in Malaysia from 2008-2012.  
Brand (% value) Global brand owner  2007 2008 2009 2010 2011 2012 
KFC Yum! Brands Inc 16.1 17.4 17.7 17.5 17.3 17.1 
McDonald’s McDonald’sCorp 10.5 11.0 11.4 12.8 13.8 14.5 
Secret Recipe Cakes and 
Cafe 
Secret Recipe Cakes and 
Café Sdn Bhd 
5.5 5.6 5.7 6.1 5.9 5.8 
Pizza Hut  Yum! Brands Inc 4.7 4.8 5.0 4.8 4.8 4.6 
Old Town White Coffee White Coffee Sdn Bhd 1.3 2.0 2.4 2.7 2.7 2.8 
Marrybrown Marrybrown Fried Chicken 
Sdn Bhd 
1.5 1.4 1.3 1.1 1.3 1.3 
Big Apple Big Apple Donuts & Coffee 0.1 0.8 1.1 1.0 1.1 1.2 
Sushi King Texchem Group 1.0 1.2 1.2 1.2 1.1 1.2 
Pappa Rich PappaRich Group Sdn Bhd 0.4 0.5 0.6 0.9 0.9 1.1 
Tony Roma’s Romacorp Inc 0.3 0.4 0.4 0.6 0.6 0.6 
Manhattan Fish Market MFM Restaurant Sdn Bhd 0.7 0.6 0.6 0.6 0.5 0.5 
Sakae Sushi Apex-Pal International Ltd 0.3 0.4 0.4 0.4 0.5 0.5 
Subway Doctor’s Associates Inc 0.1 0.1 0.2 0.3 0.4 0.4 
1901 Nineteen O One Sdn Bhd 0.7 0.6 0.7 0.6 0.4 0.4 
Nelson Nelson’s Franchise (M) Sdn 
Bhd 

















Total Total 100.0 100.0 100.0 100.0 100.0 100.0 
Source: Adapted from Euromonitor (2013). 
2. LITERATURE REVIEW 
Brand loyalty is the ultimate goal to measure the success of a company branding strategy (Aaker, 1996). Despite 
there are various studies which had indentified predictors of customer loyalty toward global brands, there is 
dearth of branding studies in the context of SMEs (Reijnonen et al., 2012). Scholars have encouraged more studies 
on loyalty formation toward SME brand (Berthon, Ewing, & Napoli, 2008) because factors influencing customer 
loyalty of large firms may be dissimilar to the customers of SMEs (Rauyruen & Miller, 2009). In addition, limited 
direction for branding strategy execution also leads to unsuccessful brand equity creation among SME brands in 
Malaysia (Teck, Deviniaga, Hishamuddin, 2013).  
Next, the intangible values are being focus as the predictors of customer loyalty in this study because of its higher 
barrier to imitate by competitors. Thus, such intangible values serve as a sustainable competitive advantage for 
SMEs (Aaker, 1989). Brand experience has been regard as an important element in developing customer loyalty 
(Brakus, Schmitt, & Zarantonello, 2009). Another important brand loyalty predictors is brand personality which 
serve as differentiation factor in encouraging customers to continue purchasing product of similar brand (Lin, 
2010), earning preference of customer over competitor’s brand (Lin & Huang, 2012), and providing positive 
referral among friends and family (Ismail & Spinelli, 2012). Disappointingly, despite the importance of these 
emotional benefits factors (e.g. brand experience, brand personality, etc.) in creating lasting customer loyalty, 
there have been limited studies conducted in the context of SMEs brand (Berthon et al., 2008). This might due 





Pedersen, & Skard (2013) and Louis and Lombart (2010) had also suggest future studies to consider the impact 
of brand experience and brand personality on consumer behavior.  
According to Reader’s Digest Asia (2013), foreign brands such as KFC and McDonald had been voted as trusted 
brand among Malaysian while consumers in countries such as Hong Kong, Philippines, Singapore, Thailand, and 
Taiwan showed high trust toward their local brands. This signify Malaysia food and beverage industry is facing 
brand trust issue for its local brand loyalty when majority Malaysian gave their trust on foreign brands more than 
local brands. Trust has been regard as the vital element in relational exchanges to influence customer loyalty 
toward brand (Belaid & Behi, 2011) in order to ensure the smoothness of sales for SMEs (Reijonen, 2010). 
Moreover, when customers trust a particular brand, they will tend to develop their loyalty toward that brand 
(Sahin, Zehir, & Kitapci, 2011). Also, Delgado-Ballester and Munuera-Aleman (2005) claimed that brand trust is 
made of specific attributes that made consumer belief on a particular brand and it is vital to investigate the 
dimensional effect on loyalty. Hence, this study also interested to discover the dimensional effect of brand trust 
in relationship marketing. 
 
2.1 BRAND EXPERIENCE 
Brand experience has been regarded as a critical success factor to differentiate brands in highly competitive 
market landscape (Brakus et al., 2009). Today, firms need to provide benefits in the form of both utility and 
emotional which are highly sought by consumers (Walter et al., 2013). Unless the consumers agree with the 
uniqueness and unforgettable experiences which is able to prolong for a longer period of time, company will not 
earned their loyalty (Pine & Gilmore, 1988). In support of this, establishing good bonding with customers is highly 
important to ensure ongoing sales for survival of SMEs in the marketplace (Reijonen, 2010). Despite the mixed 
findings from prior studies, the current study hypothesized that brand experience influences significantly SME 
brand loyalty. This is due to some past studies provide evidence of significant results. Thus, based on the argument 
above, the following hypothesis is offered:  
 
H1: There is a significant positive relationship between brand experience and brand loyalty.  
H1a: There is a significant positive relationship between brand experience and attitude loyalty. 
H1b:    There is a significant positive relationship between brand experience and behavior loyalty. 
 
2.2 BRAND PERSONALITY 
Brand personality is considered as one of the important elements in brand equity (Aaker, 1996). In addition, 
brand personality has been linked with better product evaluation (Freling & Forbes, 2005), brand attitude 
(Erdogmus & Budeyri-Turan, 2012), higher brand preference (Govers & Schoormans, 2005), and customer loyalty 
(Walter et al., 2013). Furthermore, it has been linked to successful relational exchange factors such as trust (Sung 
& Kim, 2010). Hence, it is vital for SMEs to earn customer loyalty through creation of lasting rapport. Despite 
the mixed findings from prior studies, the present study hypothesizes that brand personality influences both 
attitude and behavior loyalty. This is because some studies found significance for this relationship in their research. 
Hence, based on the above arguments, the following hypothesis is offered: 
H2:    There is a significant positive relationship between brand personality and brand loyalty 
H2a:    There is a significant positive relationship between brand personality and attitude loyalty. 






2.3 BRAND TRUST 
Brand trust is one of the most important elements to create lasting relationships with customers and has been 
in branding studies as a main construct in developing customer loyalty (Chaudhuri & Holbrook, 2001; Delgado-
Ballester & Munuera-Aleman, 2005). In the context of SMEs, establishing long term rapport with customers is of 
crucial in ensuring smoothness of sales.  
Brand experience provides lasting and unique experience in the memory of consumers (Brakus et al., 2009). 
Therefore, brand experience has been argued as an important factor affecting customer trust. Despite the mixed 
findings from prior studies the arguments, the following hypothesis is proposed. 
 
H3: There is a significant positive relationship between brand experience and brand trust. 
H3a: There is a significant positive relationship between brand experience and brand intention. 
H3b:    There is a significant positive relationship between brand experience and brand reliability. 
 
Brand personality in this study refers to the extent of attractiveness and self expressive of a brand (Aaker, 1996; 
Kim et al., 2001). Several studies have been conducted to examine the linkages between brand personality and 
brand trust. Despite the mixed findings from prior studies, the following hypothesis is proposed. 
 
H4: There is a significant positive relationship between brand personality and brand trust. 
H4a: There is a significant positive relationship between brand personality and brand intention. 
H4b:    There is a significant positive relationship between brand personality and brand reliability. 
 
Enormous of past studies had shown the existence of relationships between trust and customer loyalty. However, 
most of these studies examine the effect of trust on composite general loyalty (Delgado-Ballester & Munuera-
Aleman, 2001; Sung & Kim, 2010). Some studies investigate on the attitude-based loyalty of customers (Auh, 
2005; Lee & Back, 2010; Lee & Murphy, 2008), while others examine solely on the action-based loyalty (Belaid & 
Behi, 2011; Bove & Johnson, 2002). Despite the mixed findings from prior studies, the following hypothesis is 
proposed. 
 
H5: There is a significant positive relationship between brand trust and brand loyalty. 
H5a: There is a significant positive relationship between brand intention and attitude loyalty. 
H5b: There is a significant positive relationship between brand reliability and attitude loyalty. 
H5c: There is a significant positive relationship between brand intention and behavior loyalty. 









3. CONCEPTUAL FRAMEWORK 
The research model based on the research objective is shown in Figure 1.1 below. 










In sum, the objective of this study is twofold. First is to identify the key factors affecting 
customer loyalty on SME brands. Second is to examine the effects of underlying dimensions of 
brand trust on different aspect of customer brand loyalty. The outcome of this study could also 
serve as a platform for micro sized enterprise to grasp understanding on important branding 
factors before they convert into small or medium enterprises in the future. This information also 
helps to reduce cost and time conducting research in gathering such information from final 
consumers which benefits both micro-sized and SMEs.  
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